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\HDUVWR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L 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WUDGHDPRQJ2(&'FRXQWULHVWKLVLVWKHXVXDOGDWDEDVHRIPRVWHPSLULFDODSSOLFDWLRQVRIWKH
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YHQLDDQG+XQJDU\EHLQJFRPSDUDEOHZLWKXSSHUPLGGOHLQFRPHFRXQWULHVVXFKDV0H[LFR0D
OD\VLDRU$UJHQWLQD3RODQGZLWK&RORPELDRU%UD]LODQGWKHRWKHU&((&VZLWKORZHUPLGGOH
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SHQGRQIRUHLJQWUDGH7KH*13ILJXUHVDUHDWSXUFKDVLQJSRZHUSDULWLHV333VDVGLVWLQFWIURP
RWKHUVWXGLHVXVLQJGDWDDWPDUNHWH[FKDQJHUDWHV$W333VWKHGLIIHUHQFHVEHWZHHQKLJKDQGORZ
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WHQ&((&V$SSO\LQJH[FKDQJHUDWHVWKHUHIRUHXQGHUHVWLPDWHVWKHH[SRUWDQGLPSRUWFDSDFLW\RI
WKHVHFRXQWULHV7KHDUJXPHQWLVVWUHQJWKHQHGE\WKHUHVXOWVRQDFRPSRVLWHLQGLFDWRURILQWHUQD
WLRQDOFRPSHWLWLYHQHVVUDQNLQJWUDQVLWLRQFRXQWULHVVXFKDV+XQJDU\3RODQGWKH&]HFK5HSXEOLF
DQGWKH%DOWLFVWDWHVKLJKHUWKDQWKHODUJH/DWLQ$PHULFDQFRXQWULHV6DFKV=LQQHVDQG(LODW
7KXVWKHHFRQRPLFVWUHQJWKRIVRPH&((&VPD\EHHYHQVWURQJHUWKDQLWLVLQGLFDWHGE\
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￿￿7KH(8GXPP\LQWKH
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LHEHIRUHWKHHQODUJHPHQWE\$XVWULD6ZH
GHQDQG)LQODQG
7KHUHDUHWKUHHSRVVLEOHPHWKRGVWRDFFRXQWIRU]HURWUDGHIORZVIRUHVWLPDWLQJWKHHTXDWLRQVLQD
ORJOLQHDUIRUP7KLVSUREOHPRFFXUVLIWKHDQDO\VHVLQFOXGHGHYHORSLQJFRXQWULHVRUDUHGLVDJ
JUHJDWHGE\SURGXFWJURXSV7KHILUVWPHWKRGLVXVLQJ2/6E\VLPSO\GLVFDUGLQJWKHREVHUYD
WLRQVZLWK]HURWUDGHIORZV7KLVFDXVHVDVHOHFWLRQELDVLQWKHUHJUHVVLRQ6HFRQGO\RQHFDQVXE
VWLWXWHWKH]HURWUDGHIORZVE\VPDOOYDOXHVZKLFKLVWKHXVXDOPHWKRG7KHWKLUGPHWKRGLVWRXVH
D7RELWHVWLPDWRUZKLFKH[SOLFLWO\WDNHVDFFRXQWRIWKHFHQVRULQJ%HFDXVHWKHUHVXOWVRIWKHVHF
RQGDQGWKLUGPHWKRGDUHYHU\VLPLODU
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VPDOOYDOXHWRWKHWUDGHIORZV
￿￿￿
$QRWKHUSUREOHPLVWKDWHVWLPDWLQJWKHSURGXFWJURXSVVHSDUDWHO\FDQJLYHLQFRQVLVWHQWUHVXOWV
LHWKHVXPRIWKHHVWLPDWHGWUDGHIORZVDWWKHOHYHORISURGXFWJURXSVQHHGQRWDGGXSWRWKH
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FRXQWULHV
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SRUWVDUHSUHVHQWHGLQ7DEOH$LQWKH$SSHQGL[7KHH[SODQDWRU\SRZHURIWKHDSSURDFKLV
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WULHVDQGWKHVPDOOHUWKHJHRJUDSKLFDOGLVWDQFHEHWZHHQWKHPWKHJUHDWHUWKHPHUFKDQGLVHIORZV
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7KHYDOXHVRIWKHFRHIILFLHQWVKRZHYHUFDQGLIIHUZLGHO\IRUWKHYDULRXVSURGXFWJURXSVFRP
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FRPPRGLW\SDWWHUQRIELODWHUDOWUDGHIORZVFDQEHDVVHVVHGE\WKHILJXUHVLQ7DEOHVWR&RHI
ILFLHQWVLQ7DEOHZKLFKOLHDERYHWKHYDOXHIRUWRWDOPDQXIDFWXULQJLGHQWLI\SURGXFWJURXSVWKDW
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SRUWLPSRUWUDWLRZLWKKLJKHUYDOXHVRIWKHUHVSHFWLYHYDULDEOH$QHJDWLYHYDOXHLQGLFDWHVWKH
RSSRVLWH$SRVLWLYHYDOXHLQ7DEOHLQGLFDWHV DQLQFUHDVLQJFRPSDUDWLYHDGYDQWDJH RUGH
FUHDVLQJGLVDGYDQWDJHRIWKHSURGXFWJURXSVDORQJVLGHWKHUHVSHFWLYHYDULDEOHQHJDWLYHYDOXHV
LQGLFDWHDGHFUHDVLQJFRPSDUDWLYHDGYDQWDJHRULQFUHDVLQJGLVDGYDQWDJH7KHLQGLFDWRUVLPSO\
VKRZVZKHWKHUWKHVHFWRUDOH[SRUWLPSRUWUDWLRLVJURZLQJIDVWHURUVORZHUWKDQWKHUDWLRIRUWRWDO
PDQXIDFWXUHVIRUKLJKHUYDOXHVRIWKHUHVSHFWLYHYDULDEOH
$FFRUGLQJWRWKHHODVWLFLW\RIH[SRUWVZLWKUHVSHFWWR*13SHUFDSLWDLQWKH(8FRXQWULHV  b￿[
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WKHULFKHUPHPEHUFRXQWULHVWHQGWRH[SRUWUHODWLYHO\PRUHVSHFLDOLVHGVXSSOLHUVFLHQFHEDVHG
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RIVSHFLDOLVHGVXSSOLHUSURGXFWV7KLVVKRXOGKDYHWKHVWURQJHVWLPSDFWRQWUDGHEHWZHHQ$XVWULD
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ORZHVW
'LVWDQFHDQGLQFRPHGLIIHUHQWLDOVKDYHWKHRSSRVLWHHIIHFWRQ(DVW:HVWWUDGHLQPRVWVHFWRUV
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VXOWVVXJJHVWWKDWRQO\LQUHVRXUFHLQWHQVLYH(8LQGXVWULHVLVWKHDWWDLQPHQWRIµQRUPDO¶OHYHOVLQ
(DVW:HVWWUDGHOLNHO\WRKDYHDFRQVLGHUDEOHQHJDWLYHLPSDFWRQSURGXFWLRQDQGHPSOR\PHQWLQ
RWKHUVHFWRUVDOVRLQODERXULQWHQVLYHLQGXVWULHVLWVKRXOGKDYHDSRVLWLYHHIIHFW%\DQGODUJH
WKLVLVWUXHIRUDOO(8FRXQWULHVRQO\WKHHVWLPDWHVIRU3RUWXJDODQG,UHODQGLQGLFDWHDQDGGLWLRQDO
WUDGHGHILFLWLQODERXULQWHQVLYHJRRGV
*URZWKLQ&((&VKDVDQLPSDFWRQWKHVWUXFWXUHRIWUDGHDFFRUGLQJWRWKHGLYHUJHQWVHFWRUDO
HODVWLFLWLHVZLWKUHVSHFWWR*13DQG*13SHUFDSLWDVHH7DEOH$WFRQVWDQWSRSXODWLRQLH
DFFRUGLQJWR bb ￿￿
DD + *13JURZWKLQ&((&VZLOOLQGXFH
- LQFUHDVLQJVKDUHVRI³RWKHU´UHVRXUFHLQWHQVLYHODERXULQWHQVLYHDQGVFLHQFHEDVHGJRRGVLQ
(8H[SRUWV
- LQFUHDVLQJVKDUHVRIVSHFLDOLVHGVXSSOLHUVFDOHLQWHQVLYHDQGVFLHQFHEDVHGJRRGVLQ(8LP
SRUWV
- GHFUHDVLQJH[SRUWLPSRUWUDWLRVLQWRWDODQGLQDOOSURGXFWVJURXSV(8LPSRUWVJURZLQJPRUH
TXLFNO\WKDQ(8H[SRUWV7KHGLYHUJHQFHLVODUJHVWLQVSHFLDOLVHGVXSSOLHUVFDOHLQWHQVLYHDQG
VFLHQFHEDVHGJRRGVZKHUHLPSRUWVPD\JURZWZLFHDVIDVWDVH[SRUWV
7KXVWKHWUDGHGHILFLWLQUHVRXUFHLQWHQVLYHJRRGVZLOOJURZDQGWKHHVWLPDWHGWUDGHVXUSOXVLQ
ODERXULQWHQVLYHJRRGVZLOOGHFUHDVH,QVSHFLDOLVHGVXSSOLHUVFDOHLQWHQVLYHDQGVFLHQFHEDVHG
JRRGVLQWUDLQGXVWU\WUDGHZLOOLQFUHDVHUHGXFLQJWKHFRPSDUDWLYHDGYDQWDJHRI(8FRXQWULHVLQ
WKHVHSURGXFWJURXSV
,QVXPWKHILJXUHVVHHPWRVKRZWKDW(8WUDGHZLWKORZLQFRPHFRXQWULHVLVGRPLQDWHGE\LQWHU
VHFWRUDOGLYLVLRQRIODERXUWKH(8H[SRUWLQJPDLQO\VSHFLDOLVHGVXSSOLHUVFDOHLQWHQVLYHDQG
VFLHQFHEDVHGJRRGVDQGLPSRUWLQJPDLQO\ODERXULQWHQVLYHDQGUHVRXUFHLQWHQVLYHJRRGV7KH
KLJKHUWKHLQFRPHOHYHORIWKHSDUWQHUFRXQWU\LVWKHPRUHWKLVSDWWHUQRIVSHFLDOLVDWLRQLVUH
SODFHGE\LQWUDVHFWRUDOGLYLVLRQRIODERXUEHFDXVHVSHFLDOLVHGVXSSOLHUVFDOHLQWHQVLYHDQGVFL
HQFHEDVHGJRRGVLQFUHDVHWKHLUVKDUHLQ(8LPSRUWVDQGODERXULQWHQVLYHDQGUHVRXUFHLQWHQVLYH
JRRGVLQFUHDVHWKHLUVKDUHLQ(8H[SRUWV
(8PHPEHUVKLSRIWKH&((&VFDQEHH[SHFWHGWRLQFUHDVHLPSRUWFRPSHWLWLRQLQPDQXIDFWXULQJ
LQSDUWLFXODULQIRRGDQGODERXULQWHQVLYHJRRGVVHH7DEOHVDQG,QTXDQWLI\LQJWKHHIIHFWLW
PXVWEHUHSHDWHGWKDWLWLVGLIILFXOWWRGLVHQWDQJOHWKHLPSDFWRI(8PHPEHUVKLSDQGWKHLPSDFW
RIGLVWDQFH
￿￿
 6XPPDU\DQG&RQFOXVLRQV
(XURSHDQ8QLRQWUDGHZLWKFHQWUDODQGHDVWHUQ(XURSHHVSHFLDOO\ZLWKFRXQWULHVFORVHVWWRWKH
(8ERUGHUVDQGPRVWDGYDQFHGLQWKHWUDQVIRUPDWLRQSURFHVVKDVGHYHORSHGZLWKSDUWLFXODUG\
QDPLVPLQUHFHQW\HDUV:KHWKHUWKHFHQWUDODQGHDVWHUQ(XURSHDQUHJLRQZLOODJDLQDFKLHYHLWV
SUH:RUOG:DU,PDUNHWVKDUHZLOOGHSHQGHVVHQWLDOO\RQWKHH[WHQWWRZKLFKLWLVDEOHWRFDWFKXS
LQLQFRPH
7KHDQDO\VLVRISRWHQWLDOWUDGHEHWZHHQZHVWHUQDQGHDVWHUQ(XURSHKDVSURFHHGHGRQWKHDV
VXPSWLRQWKDWELODWHUDOWUDGHIORZVEHWZHHQPDUNHWHFRQRPLHVLQDJJUHJDWHDQGDWWKHVHFWRUDO
OHYHOFDQEHSULPDULO\H[SODLQHGLQWHUPVRI*13GLVWDQFHDQGKXPDQFDSLWDOHQGRZPHQW
PHDVXUHGLQGLUHFWO\E\SHUFDSLWDLQFRPH7KHHPSLULFDOILQGLQJVRIWKLVDQGRWKHUVWXGLHVVKRZ
WKDWWKLVDSSURDFKLVYHU\VXFFHVVIXOLQH[SODLQLQJELODWHUDOWUDGH$WWKHOHYHORILQGLYLGXDOLQ
GXVWULHVWKHDSSURDFKLVDGHTXDWHIRULGHQWLI\LQJSURGXFWJURXSVWKDWDUHPDLQO\WUDGHGEHWZHHQ
QHDUE\FRXQWULHVDQGIRULQGLFDWLQJWKHGLUHFWLRQLQZKLFKDFRXQWU\¶VFRPSDUDWLYHDGYDQWDJHDQG
GLVDGYDQWDJHFKDQJHZKHQSHUFDSLWDLQFRPHLQFUHDVHV
7KHHPSLULFDODQDO\VLVDWWKHDJJUHJDWHOHYHOVKRZVWKDW
- LQDFWXDO(8WUDGHZLWK&((&VUHDFKHGRQO\DERXWRIH[SRUWVDQGVRPHRI
LPSRUWVWREHH[SHFWHGIURPµQRUPDO¶WUDGHUHODWLRQVDPRQJPDUNHWHFRQRPLHVLQGLFDWLQJWKDW
WKHUHLVVWLOOFRQVLGHUDEOHSRWHQWLDOIRUDIXUWKHUULVHLQ(8WUDGHZLWKFHQWUDODQGHDVWHUQ
(XURSHRQFRQGLWLRQWKDWWKHWUDQVIRUPDWLRQSURFHVVLQWKH&((&VFRQWLQXHV
- WKHLQFUHDVHRI(DVW:HVWWUDGHZLOOEHDFFHOHUDWHGE\IXUWKHU*13JURZWK
- IXUWKHUH[SRUWVXUSOXVHVIRUWKH(8LQWUDGHZLWK&((&VDUHOLNHO\ZKLFKZRXOGEHIXUWKHU
LQFUHDVHGE\DFFHVVLRQWRWKH8QLRQ
)URPWKHGLVDJJUHJDWHGDQDO\VLVRQHPD\FRQFOXGHWKDWWKHFRPPRGLW\VWUXFWXUHRI(DVW:HVW
WUDGHLQPDQXIDFWXUHVGHSHQGVPDLQO\RQGLVWDQFHDQGGLYHUJHQWLQFRPHOHYHOVZKLFKKDYHWKH
RSSRVLWHLPSDFWLQPRVWVHFWRUVDQGWKHVDPHLPSDFWRQO\LQDIHZFDVHV7KHUHODWLYHO\VKRUW
GLVWDQFHVIDYRXULQWUDLQGXVWU\WUDGHRIWUDQVSRUWFRVWLQWHQVLYHJRRGVLHH[SRUWVDQGLPSRUWV

￿￿5HFDOFXODWLQJWKH
QRUPDO
FRPPRGLW\SDWWHUQRI(DVW:HVWWUDGHIURPUHJUHVVLRQVZKLFKH[FOXGHWKH(8GXPP\
DOUHDG\JLYHVDODUJHUVKDUHRIODERXULQWHQVLYHJRRGVLQ(8LPSRUWVIURP&((&V
RIUHVRXUFHLQWHQVLYHDQGVFDOHLQWHQVLYHSURGXFWVDVZHOODV(8H[SRUWVRIODERXULQWHQVLYH
JRRGVDQGLPSRUWVRIVSHFLDOLVHGVXSSOLHUJRRGV)URPWKHVHUHVXOWVRQHPD\FRQFOXGHWKDWWKH
&((&VKDYHDIDUEHWWHUFKDQFHWKDQPRUHGLVWDQWFRXQWULHVZKHQLWFRPHVWRVXSSO\LQJEDVLF
PDWHULDOVWRSURFHVVLQJFRQVXPHUJRRGVIRU(8GRPHVWLFDFFRXQWVRUWRLQWHUQDWLRQDOVSHFLDOL
VDWLRQZLWKLQFDSLWDOJRRGVLQGXVWULHV2QWKHRWKHUKDQGWKHODUJHLQFRPHGLIIHUHQWLDOVLPSO\D
KLJKYROXPHRILQWHULQGXVWU\WUDGHZLWKWKH(8FRXQWULHVFRQFHQWUDWLQJRQVXSSO\LQJVSHFLDO
LVHGVXSSOLHUVFDOHLQWHQVLYHDQGVFLHQFHEDVHGSURGXFWVDQGWKH&((&VFRQFHQWUDWLQJRQUH
VRXUFHLQWHQVLYHDQGODERXULQWHQVLYHSURGXFWV%\DQGODUJHWKHFRPSDUDWLYHDGYDQWDJHVUH
YHDOHGLQDFWXDOWUDGHEHWZHHQWKH(8DQG&((&VDUHLQOLQHZLWKWKHH[SHFWHGSDWWHUQ,QDEVR
OXWHYDOXHVDFWXDOWUDGHODJVEHKLQGµQRUPDO¶OHYHOVSDUWLFXODUO\LQUHVRXUFHLQWHQVLYHDQGVFDOH
LQWHQVLYHSURGXFWV
,QWKHORQJHUWHUPDQGLQOLQHZLWK*13JURZWKLQ&((&VWKHLQWUDLQGXVWULDOGLYLVLRQRIODERXU
EHWZHHQWKH(8DQGWKH&((&VZLOOLQFUHDVHLPSRUWVIURP&((&VJURZLQJPRVWVWURQJO\LQ
VSHFLDOLVHGVXSSOLHUVFDOHLQWHQVLYHDQGVFLHQFHEDVHGJRRGV7KHJURZWKVFHQDULRRIPHGLXP
FRQYHUJHQFHLQGLFDWHVKRZHYHUWKDWWKLVZLOOEHDYHU\ORQJWHUPSURFHVV
7KHLQWHQVLILFDWLRQRI(DVW:HVWWUDGHLVDQHPSOR\PHQWSURJUDPPHIRUWKH(8FRXQWULHVZKLFK
VWLOOIDFHKLJKXQHPSOR\PHQW ,QFUHDVHG H[SRUWVFDQEHH[SHFWHG IRUDOOLQGXVWULHV2QO\UH
VRXUFHLQWHQVLYHJRRGVZLOOIDFHDKLJKHUWUDGHGHILFLWWKDQSUHVHQWO\ZKHUHDVWKHRWKHUSURGXFW
JURXSVZLOOKDYHDQH[SRUWVXUSOXV$FFRUGLQJWRRXUPRGHOFDOFXODWLRQVWKLVLVDOVRWUXHIRUOD
ERXULQWHQVLYHSURGXFWV7KHSURGXFWLRQRIIRRGDQGODERXULQWHQVLYHJRRGVFRXOGEHQHJDWLYHO\
DIIHFWHGKRZHYHUE\LQFUHDVHGLPSRUWFRPSHWLWLRQIURP(8PHPEHUVKLSRIWKH&((&V
7KHH[WHQWRIVWUXFWXUDOFKDQJHVLQ(8FRXQWULHVDULVLQJIURPWUDGHZLWK&((&VFDQQRWEHFRQ
FOXGHGKRZHYHUIURPWKHDQDO\VLVSUHVHQWHGKHUH,WZRXOGEHFRQVLGHUDEO\XQGHUHVWLPDWHGEH
FDXVHWKHDQDO\VLVGRHVQRWWDNHDFFRXQWRIWKHYHUWLFDOGLYLVLRQRIODERXUZLWKLQLQGXVWULHV,Q
WUDGHEHWZHHQFRXQWULHVDWGLIIHUHQWOHYHOVRISHUFDSLWDLQFRPHWKHKLJKLQFRPHFRXQWU\WHQGVWR
H[SRUWWKHKXPDQFDSLWDOLQWHQVLYHKLJKTXDOLW\VHJPHQWVDQGWRLPSRUWWKHODERXULQWHQVLYHORZ
TXDOLW\VHJPHQWVDOVRZLWKLQSURGXFWJURXSV)XWXUHUHVHDUFKWKHUHIRUHVKRXOGSURYLGHDQDO\VLV
DWWKHOHYHORIPRUHQDUURZO\GHILQHGSURGXFWJURXSVDQGFRQVLGHUWKHVSHFLILFNLQGRILQWUD
LQGXVWU\GLYLVLRQRIODERXULQWUDGHEHWZHHQFRXQWULHVDWGLIIHUHQWOHYHOVRISHUFDSLWDLQFRPH
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